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Notes of the Month 


Anglo-Soviet Trade Prospects 

DvRING their visit to Britain in 1956 Mr Bulganin and Mr 
Khrushchev made great play with their £800 million ‘shopping 
list’. It turned out to have more strings than Obraztsov’s puppets, 
and official scepticism regarding the real prospects of Anglo- 
Soviet trade expansion was conveyed in Sir Anthony Eden’s state- 
ment that his discussions on trade with the Soviet leaders might 
mark the ‘beginning of a beginning’. By 1959, however, the Soviet 
Union still had only a 1 per cent share in U.K. trade. It is therefore 
not surprising that recent Russian pronouncements on the same 
subject were confronted with somewhat mixed feelings. Caution has 
been tinged with the realization that this time the Russian pro- 
posals are not so grandiose. Business circles have been more opti- 
mistic in their assessment of Anglo-Soviet trade possibilities, and 
they were supported in their optimism by the conclusion of four 
large contracts, the most important for {15 million, in the month 
preceding the departure of the British trade mission for Moscow 
on 12 May. The adoption of the Seven-Year Plan in January 
has also influenced many business men in their assessment of a 
potential market hitherto largely unexploited. 

Anglo-Soviet trade prospects cannot be measured with the 
mathematical precision common to trade targets of the planned 
economies. Unlike the Governments of Communist countries 
whose foreign trade is a State monopoly, the British Government 
is unable to conclude an agreement stipulating the level of trade of 
individual commodities and ensure that the agreement is honoured. 
The best that the British mission can do is to negotiate a broad 
framework within which British business men can operate. There 
is no question of the State stepping in if trade does not expand to 
the extent visualized in any agreement. If the mission can clear 
away some of the obstacles to increased trade on the Russian side 
it will have done a good deal. British business men have in the past 
encountered difficulties from the lack of knowledge of Soviet 
foreign trade organization and technique. It was on the interpreta- 
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tion of what constitute unnecessary obstacles that the mission, and 
consequently trade expansion, was likely to encounter the most 
difficulty. Here the problem of credit is known to have loomed 
large in the negotiations. 

Sir David Eccles told Parliament on 21 April{that the Russians 
had not sought long-term credit facilities during the preliminary 
negotiations. Nevertheless the Russians have emphasized their 
wish to obtain credits from the West as long ago as Mr Khrush- 
chev’s letter to President Eisenhower concerning Soviet-U.S. trade 
in June 1958. This has not prevented them from making it seem 
that in accepting credits they would be doing the donor a good 
turn. With a curious twist of logic Mr Mikoyan has said, “Tell us 
what you want and we will supply it. And if you don’t need any of 
these goods from us at the moment, then give us a temporary credit 
to tide you over until you do need them.’ The British Government 
will not, however, grant a long-term loan to Russia on a Govern- 
ment-to-Government level. The only credits the Russians can hope 
for are those available through normal finance channels but backed 
by the Exports Credit Guarantee Department. ‘These could prob- 
ably substantially ease the current imbalance in Anglo-Soviet trade. 

Britain already buys considerably more from the Soviet Union 
than she sells to that country. The Russians use the surplus sterling 
to buy raw materials (in 1958 mainly rubber) from the sterling 
area. Unless the Russians use all their earnings from trade with this 
country for direct purchases any increase in the level of direct 
exports from the U.K. can only be paid for, credits apart, by in- 
creasing Soviet exports to this country. In order to buy more 
British goods the Soviet Union must export more of its own. A 
glance at the trade statistics gives an indication of the difficulties 
involved in such an attempt. In its trade with this country the 
Soviet Union, the world’s second largest industrial Power, has the 
outward appearance of a primary producer. It exports to Britain 
almost wholly raw materials and foodstuffs; it imports almost en- 
tirely producers’ or capital goods—metals, machinery, ships, iron, 
and steel. There is a limit to the volume of expansion of tra- 
ditional Soviet exports—all the more so at the present time because 
other suppliers who lost business during the recession are seeking 
opportunities to increase their sales again. The Government clearly 
had to take account of the misgivings of Commonwealth primary 
producers with whom this country has special ties. 

Spokesmen of Soviet foreign trading organizations, aware of the 
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difficulties of increasing sales of traditional lines, have mentioned 
the possibility of selling machinery, manufactured consumer goods, 
and mineral oil. For none of these items does the outlook appear 
promising. The Soviet Union is itself still a net importer of 
machinery not only from this country but from the rest of the 
world, and the machinery it could offer would be limited in range 
and appeal. The obstacle to the import of manufactured con- 
sumer goods is not so much the quality or range of Soviet products 
as the unwillingness of the Board of 'Trade to ease import licensing 
restrictions unless Russia does the same. The commodity on which 
the Russians pinned high hopes was oil. Sir David Eccles before 
his departure dismissed the possibility of increased oil imports and 
stated that he might be going to offer oil to the Russians. In the last 
resort the Russians could meet their import needs by selling gold. 
They are apparently reluctant to do this, preferring to eliminate 
the gold outflow of recent years by achieving a better trade balance 
with Western countries. 

As the U.S.S.R. hitherto took but 1 per cent of British exports 
even a doubling of these sales will have only a small effect on the 
economy of this country. The same applies to the Soviet economy. 


Although certain prototypes of certain equipment are badly 
needed, foreign trade plays no integral part in Soviet planning. It 
continues to be regarded as marginal, and it will not be a serious 
setback for the Russians if they do not get all they ask from Sir 
David Eccles. In coming months there will probably be other trade 
missions in Moscow. The Russians do not put all their eggs in one 
basket. 


Protectionist Trends in the United States 

‘THE protests which flood the British newspapers and the 
politicians’ speeches every time the American Government makes 
a protectionist move—as admittedly it has been doing with some 
frequency lately—leave out of account two basic facts. 

Firstly, American imports as a whole have been going up fairly 
steadily since the middle of last year and reached record heights in 
March, while exports have tended to fall. This is the main reason 
for the unfavourable balance of trade which is causing gold to leave 

'On 24 May, while this Note was in the press, a five-year Anglo-Soviet trade 
agreement was signed in Moscow. Details will be announced in a White Paper, 
but as an immediate result an increase of about one-third in British imports from 


Russia (from £57 million to £80 million) is expected in the first year of the agree- 
ment, raising the Soviet share to close on 2 per cent of total British'trade. 
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the country in a way which will become serious if not checked. It is 
worth noting that Government officials, when discussing this 
situation, always insist, quite rightly, that the remedy lies in in- 
creased exports rather than in general restrictions on imports. 

Secondly, the United States has just been through a year of dis- 
turbing unemployment, during which about 7 per cent of the 
labour force was out of work, and there are a number of places 
where unemployment has been much heavier than this for much 
longer—and where it is expected to persist. Political pressures from 
representatives of such districts explain several of the most criti- 
cized recent restrictions on imports: last year’s quotas on lead and 
zinc, to help mining centrés; this year’s tightening of the quotas on 
woollen fabrics, to help textile towns. 

It is true that in these cases foreign competition is being made 
the scapegoat for troubles which arise mainly from technological 
and other changes at home. It is also true that producers abroad 
would on the whole prefer a straight increase in the tariff to the 
complicated percentage arrangements that the Administration 
favours. But the Administration has chosen this approach deliber- 
ately, believing that in the long run it is the most flexible and the 
least harmful to other countries. Most of the new controls are less 
severe than they might have been and on many other occasions the 
President, with whom the final decisions rest, has refused alto- 
gether to impose restrictions. 

These can be recommended by the Tariff Commission, on the 
ground that the prosperity of a domestic industry is being under- 
mined by imports, or by the Office of Civil and Defence Mobiliza- 
tion (O.C.D.M.), on the ground that an industry which is essential 
in time of war is being threatened by imports. This was the excuse 
for the mandatory quotas recently put on imports of oil, and it is 
the basis of the appeal by the American electrical industry for con- 
trols on imports of various types of heavy generating equipment. 
A ruling on this by the O.C.D.M. has been expected for months, 
and the delay is proof that all aspects are being considered with the 
utmost care. If restrictions are recommended the President, before 
he makes his final decision, will hear, as he always does, from the 
State Department about the implications for the international 
reputation of the United States, as well as from Congressional 
representatives of the districts involved—Pittsburgh for one—and 
from the lobbyists for the electrical companies. 

These particular cases get exceptional publicity because only a 
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few important firms are concerned—five in the United States, a 
similar number abroad—and the individual contracts are very large, 
usually involving millions of dollars. Only in recent years has for- 
eign competition become a factor, as the result of the great effort 
made to break into the American market by the English Electric 
Company and other European manufacturers. Most of the equip- 
ment is bought by the Federal Government for use in its huge 
hydro-electric developments, and the contract goes to the lowest 
satisfactory bidder. But domestic producers, especially if their 
factories are in places where there is heavy unemployment, enjoy 
a substantial advantage under the Buy American Act when bidding 
on government contracts. 

Even so, foreign firms consistently manage to underbid the 
American companies; this is partly because their labour costs are 
lower, although this is not such an important difference as the 
American firms contend. The argument on which they finally fall 
back is that the foreign manufacturers do not have adequate 
facilities for repairs and supplying spare parts on the North 
American continent and that in time of war dangerous delays in the 
supply of electricity might result from breakdowns. ‘The answer of 
the foreign manufacturers is to arrange for adequate reserves of 
spare parts and repairing facilities to be available in Canada, if not - 
in the United States. 

In the past each of these electrical equipment cases has been de- 
cided on an individual basis. One of the most notorious occurred 
early this year when the O.C.D.M. advised that a British bid should 
be rejected in favour of an American one $300,000 higher, be- 
cause it was essential to the national security that the American 
firm’s heavy machine tools should be kept in working order and 
that its skilled labour force be held together. In fact the world 
demand for generating equipment is expanding so rapidly that 
there should be no difficulty in keeping all competent makers fully 
employed. 

It is thought that in the end the O.C.D.M. will refuse a general 
ruling on the electrical equipment question and will recommend a 
continuation of the case-by-case approach. This would leave 
foreign manufacturers in continued doubt about whether it is 
worth trying to compete in the American market. This persistent 
uncertainty is really the most important objection to the present 
trend of American trade policy which, where particular products 
are concerned, seems to change almost from day to day. 
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The General Election in Austria 

For the last twelve months before the recent Election the govern- 
ment of Austria by the Volkspartei-Socialist coalition had been 
generally considered to be working less well, and there was a 
general outcry for it to be ended or amended. Some months ago, 
inspired by the country’s forceful Vice-Chancellor, Dr Pittermann, 
the Socialists decided to rejuvenate the leadership of their party, 
in order at last to outdistance the Volkspartei in popular support. 
Hoping to catch the Socialists in disarray, the Chancellor, Herr 
Raab, thereupon decided to hold the General Election on 10 May 
1959 instead of in the autumn, and the Socialists seemed to be 
thrown on the defensive. 

The results of the Election have been stated by the Austrian 
Ministry of the Interior to be as follows (results of the previous 
Election,'in 1956, are given for purposes of comparison): 

1959 1956 

, Votes Seats Votes Seats 
Osterreichische Volkspartei 1,927,690 79 1,999,986 82 
Sozialistische Partei 1,953,566 78 1,873,295 74 
Freiheitliche Partei 335,949 8 283,749 6 
Communists 142,598 192,438 3 
This year 94-2 per cent of those entitled to vote did so; the per- 
centage in 1956 was 96. 

This means that the population of Austria was neither apathetic, 
as some people claimed, nor, as others asserted, determined to end 
the coalition. Indeed the same coalition seems more inevitable than 
ever, for Herr Raab could now scarcely attempt a coalition with 
the Freiheitliche Partei, such as he is reported to have considered 
before the Election, against the Socialists. But everyone is dis- 
appointed. The Volkspartei has lost votes and will find it harder to 
resist pressure from the left in favour of socializing measures. The 
Socialists have gained over 80,000 votes, but, although they are 
now backed by more votes in the country than the Volkspartet, the 
Austrian electoral system leaves them with one seat less in the 
Chamber. The Fretheitliche Partei, which represents the old gross- 
deutsch element in Austrian politics, had reason to face the Election 
with high hopes. Unlike the big parties it could without em- 
barrassment denounce the bargaining to which the coalition gives 
rise, since it had never belonged to it. It had a new young leader, 
Herr Peter, and some of its slogans were likely to appeal to the new 
young voter who was scarcely born at the” time of the Anschluss. It 
was, moreover, encouraged by the most. influential independent 
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newspaper in Vienna, Die Presse. In the circumstances, to gain 
some 52,000 votes was unimpressive, and it appeared that at least 
as many of the new young voters had voted for the Socialists. 
Thus Austria expects another period of government by the 
coalition which has governed the country since 1945: the Austrian 
system is exactly the opposite from that which has prevailed in 
Western Germany since 1949, according to which the Socialists 
have been kept in permanent opposition. It may also be observed 
that the Austrian Communist Party has not been suppressed but 
has disappeared from Parliament by a constitutional process: it 
remains to be seen whether this will affect the almost unclouded 
relations between Vienna and Moscow since the State Treaty of 


1955. 


CORRIGENDUM 
In the article on ‘The Outlook for Italy’s Economy’, in The World 
Today, January 1959, on p. 36, three lines from the bottom, ‘a 20 per 
cent import quota reduction’ should read ‘a 20 per cent import quota 
increase’. 
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The St Lawrence Seaway 


THERE is bound to be a sense of anti-climax when a dream half 
a century old becomes a reality. ‘The St Lawrence Seaway, upon 
which some extravagant hopes have been pinned in the last few 
years, is at present a victim of the law of diminishing expectations. 
The Seaway will be formally opened by Queen Elizabeth on 
26 June, but ships have been using it since the last ice on the river 
reluctantly melted at the end of April. One vessel has already been 
held up in a canal, and two or three ships’ captains have com- 
plained that unless the Seaway authorities can speed up the opera- 
tion of the locks there are going to be some expensive delays. ‘The 
pessimists who draw too gloomy a conclusion from these early 
troubles are as wrong as the optimists who assumed in the early 
1950s that the Seaway was about to transfigure the entire economy 
of the Great Lakes region. ‘The project has been dogged by exag- 
gerations from the start; one of the biggest difficulties in judging 
what its economic effects will be is the fact that nearly all the 
estimates have been coloured by the interests of those who made 
them. The good grey truth seems to be that the Seaway will bring 
a substantial amount of extra trade into the Great Lakes, but that 
the increase will be smaller than most people in the Middle West 
have hoped. 

Work on the Seaway began nearly five years ago, in the summer 
of 1954, after more than forty years of political controversy. The 
Canadians have consistently been more enthusiastic about it than 
the Americans. The opposition to the project in the United States 
has included the powerful voices of the ports on the east coast— 
understandably alarmed lest business sail straight past them into 
the heart of the country—and the railway companies which serve 
them. The resistance collapsed only when it became clear in 1951 
that the Canadians were willing to do the entire job themselves, 
and when the steel industry in the Middle West, faced with the 
need to supplement its dwindling supplies of home-produced iron 
ore with imports from Labrador, Venezuela, and Liberia, threw 
its support behind the scheme. The Seaway remains more Cana- 
dian than American; five of the seven locks on the St Lawrence 
are on the Canadian side of the international border, and the 
Canadians have provided $340 million of the total cost of $471 
million. In addition, another $650 million has been spent by 
the provincial government of Ontario and the state of New 
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York on a hydro-electric plant spanning the river near Massena. 

Some grandiose nonsense has been written about the Seaway; 
those who claim that it will turn the shoreline of the lakes into the 
‘fourth coast’ of the United States have sometimes seemed to im- 
ply that the exit to the sea is being opened for the first time. In 
fact, the shallows and rapids of the 180-mile stretch of the St 
Lawrence between Montreal and Lake Ontario—the critical sec- 
tion, since the river is naturally navigable as far as Montreal— 
have been bypassed by a series of shallow canals for well over a 
hundred years, and the river has been open to ships drawing up 
to 14 feet since the turn of the century. The achievement of the 
present scheme is virtually to double this draught. ‘The new depth 
is 27 feet, and although most ocean ports offer more than this it 
is calculated that it will be enough for something like two-thirds of 
the world’s sea-going vessels. Since most of the business in which 
ships are interested lies west of Lake Ontario, the Canadians have 
also dredged the Welland Canal, which leads past the Niagara Falls 
into Lake Erie, to a similar depth. The Seaway will now admit 
ocean-going ships of g,ooo tons and bulk-carriers—the haulers 
of such commodities as grain and ore—with a capacity of up to 
25,000 tons. 

There is more work to be done, however, before the full effects 
of the new draught are felt by the ports along the innermost reaches 
of the Great Lakes. North and west of Lake Erie the channels 
which lead into the other lakes are at present limited to a depth of 
between 21 and 25 feet. Some of the most important ports to 
which the shipping companies are looking—Chicago, Milwaukee, 
Detroit, Duluth—lie on the three western lakes. It is the responsi- 
bility of the United States Government to deepen these connecting 
channels to 27 feet, and its plans for doing so will cost $146 mil- 
lion. At the present rate of progress it will be 1962 before most of 
this work is completed, and 1964 before the finishing touches are 
added. At the same time the individual ports are faced with the 
problem of improving their harbours to accept the bigger ships 
that will come through the Seaway. Some projects have already 
been begun, but many others are no more than a twinkle in the 
eye of the Corps of Engineers of the United States Army. By the 
time everything has been made ready it is possible that these sub- 
sidiary operations will have cost half as much again as the Ameri- 
cans have spent on the Seaway proper. 

But even when the last ounce of mud has been dredged it may 
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still not be possible to give a final answer to the question which 
has been exercising the economists and the statisticians. How much 
extra trade will flow in and out of the Great Lakes as a result of 
the Seaway? The old St Lawrence canals carried roughly 13 mil- 
lion tons in their best year, of which by far the largest part con- 
sisted of bulk commodities moving between American and Cana- 
dian ports; the amount of cargo travelling overseas from the two 
countries together has rarely approached a million tons. The St 
Lawrence Seaway Development Corporation estimates that traffic 
this year will total about 25 million tons; it had to scale down an 
earlier and rosier guess which put the figure half as high again. 
What the Seaway will carry when it is in full operation in ten 
years’ time lies entirely in the realm of speculation. The sugges- 
tions that have been offered vary between 37 million and 87 million 
tons, and the one thing on which the different prophets are united 
is that bulk commodities—iron ore, grain, coal, oil, and stone—will 
account for upwards of four-fifths of the total. But the upper 
figures in this range, and perhaps anything in excess of 50 or 55 
million tons a year, can be ruled out because of the physical 
limitations imposed by the one-way locks on the Seaway. To make 
two-way traffic possible the locks would have to be doubled— 
which might cost another $600 million—and the whole political 
battle within the United States might have to be fought out once 
again. 

As a rough guide, this estimate of 50-odd million tons is a 
quarter of the tonnage which plies within the Great Lakes each 
year, and a sixth of the total waterborne foreign trade of the United 
States. Thus the enthusiasts who once looked to the Seaway to 
bring about a radical transformation of the whole pattern of 
American trade will have to modify their hopes. And there are 
still a number of uncertainties beclouding even this figure. In the 
first place, the ice which closes in from December to April limits 
the Seaway to a season of eight or nine months a year. This may 
well have a deterrent effect on the importers and exporters of 
general cargo—those goods, such as cars, machinery, and con- 
sumer items, which are so much more valuable in relation to their 
weight than the bulk commodities—who are obliged to maintain a 
steady flow of traffic throughout the year. The prospect of shifting 
from one route to another each winter and spring may keep many 
of them loyal all the year round to the railways and the ports on 
the unfrozen Atlantic seaboard. 
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In the second place, it is not yet clear how many shipping lines 
will use the Seaway for overseas trade. Of the thirty or so foreign 
shipping companies which plan to investigate the Great Lakes 
market this year, several havea tentative look on their faces and may 
not return if they find that there is fierce competition for a limited 
amount of business. Hitherto the American lines have never ven- 
tured into this trade. Now half a dozen have said that they might 
join in, but all except one have made it a condition that they get 
an operating subsidy fron the United States Government to cover 
the difference between their costs and those of their foreign com- 
petitors. So far only one has been given a subsidy, and the amount 
which the President is by law allowed to distribute is so limited 
that it is unlikely to cover more than one or two of the others. 

But the greatest uncertainty is just how much incentive there 
will be to ship goods through the St Lawrence rather than by the 
combined rail-and-sea route through the ocean ports. ‘There is no 
doubt that for the vast mass of goods going to and from the im- 
mediate vicinity of the lakes—both bulk commodities and general 
cargo—the Seaway will be cheaper than a journey involving the 
expensive overland haul. For cargo moving to and from the hinter- 
land of the Middle West, however, a great deal will depend on 
how the railways and the shipping companies set their freight rates. 
If the shipping companies can afford to cut their charges as their 
operations expand, and if the railways offer cheaper rates on the 
lines serving the lake ports, the Seaway will be able to draw upon 
a market stretching deep into the heart of the continent. If, on the 
other hand, the railways decide to fight their new rival by lowering 
their rates on the lines serving the ocean ports, and if the other 
charges are kept at their present level, the tributary area of the Sea- 
way may be confined to a comparatively limited area close to the 
Great Lakes. This spring the railway companies have tentatively 
suggested a few cuts in their east-west rates; but it is doubtful 
whether they have yet made up their mind what their policy will be. 

In these circumstances there are only two forecasts which it is 
reasonably safe to make. One is that the primary effect of the St 
Lawrence project will be to ‘anchor’ the steel industry of the Mid- 
dle West, which might otherwise have drifted towards the east 
coast. The approaching exhaustion of the Minnesota ore fields, and 
the discovery of new deposits in Labrador, have turned the in- 
dustry’s gaze from west to east. If it had been necessary to bring the 
ore from the Labrador and overseas mines along the costly rail 
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route from the Atlantic ports, the steel mills would inevitably have 
been drawn down the track to meet it. Instead, the Labrador sup- 
plies can now be carried up the St Lawrence almost as cheaply as 
the Minnesota ore is brought from Lake Superior. The ore traffic 
through the St Lawrence, which amounted to less than 1-8 mil- 
lion tons in 1955, is expected to rise to an annual flow of at least 
20 million tons—well over a third of what the Seaway’s total 
capacity is likely to be ten years hence. 

The second forecast, which is partly a consequence of the first, 
is that trade between the United States and Canada is likely to 
benefit more, at least in the foreseeable future, than the com- 
merce which either of them conducts with the rest of the world. In 
1955 the United States sent roughly as much coal to Canada via 
the St Lawrence as it got iron ore in return; although the Ameri- 
cans’ exports of coal to their neighbour will certainly not expand 
as fast as their imports of ore, they are expected to reach a level 
of at least 4 million tons a year. ‘This means that as much as a half 


of the tonnage carried on the St Lawrence may consist of an ex- 


change of these two commodities. In addition, over half of the 
relatively small amount of general cargo which moved along the 
old canals in 1955—excluding that going from one Canadian port 
to another—travelled between the two countries. No doubt the 
proportion will decline as the total increases, but it may still ac- 
count for another couple of million tons a year. 

It is the glamour of overseas trade, however, which chiefly 
excites the ports along the American shore of the Great Lakes. In 
the last few years their share has been about half a million tons 
a year, virtually all of it general cargo. Professor John Hazard, of 
Michigan State University, one of the most careful analysts of the 
Seaway’s future, thinks that this may rise to about 4 million 
tons in 1965 and perhaps 5 million in 1970. There will also be an 
increase in grain exports through the St Lawrence unless the rail- 
ways make spectacular cuts in their freight rates to the east coast. 
To meet this opportunity, virtually all the major American ports— 
Detroit, deep-frozen into conservatism by the recession in the car 
industry, is the odd man out—have embarked on publicly financed 
projects to equip themselves with new piers, quays, dockside 
terminals, and handling equipment. The increase in the amount of 
business they handle in the next few years will not be of spectacular 
proportions. Professor Hazard’s estimates would give the lakeside 
ports well under a tenth of the present dollar value of all American 
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overseas trade. But the port authorities think there will be enough 
to justify their spending nearly as much as their Government spent 
on the Seaway. 

Some of the ports will have to fight hard to hold their own. 
Duluth, for instance, up in the farthest cranny of Lake Superior, 
may well have difficulty in replacing its diminishing ore trade with 
other goods. But Chicago, Cleveland, Toledo, Milwaukee, and 
Erie all have big enough markets in the hinterland to justify their 
hopes of a substantial increase in general cargo—provided they do 
not have to work against the grain of the freight rate-structure. 
There is little doubt that Chicago will maintain its present supre- 
macy. Facing, Janus-like, on to both the lakes and the capillary 
system of rivers and canals which radiate out from the Mississippi 
river in the mid-continent, and with an enormous concentration 
of industry in the country around it, Chicago may handle a third 
of the total overseas trade in the middle 1960s. It is spending sub- 
stantially more on its preparations than any other city. ‘The total 
expenditure in the various ports—excluding the money laid out by 
private enterprise—means that the United States is laying out a 
total of between $400 and $500 million in public investment on 
the Seaway. 

It is private enterprise, oddly, which is being least enterprising. 
There has been little more than an investigatory twitch of the nose 
from the industries which, if the Seaway means anything at all, 
should be drawn in to take advantage of the cheapening of im- 
ported raw materials and the expansion of export markets. The 
one major exception is the area round the hydro-electric scheme at 
Massena in New York state, and even there the bulk of the in- 
vestment is accounted for by a couple of aluminium plants. It is 
possible, however, to foresee some of the developments which are 
likely to take place in the next few years. The national demand for 
steel is rising steadily, and it is virtually certain that the new mills 
which the industry plans to build will be drawn towards the lake 
shore; Gary, in northern Indiana, Cleveland, and Buffalo hope to 
see an expansion in this field soon. The consumer goods industries 
which rely on imported materials, for instance sugar, may also 
gravitate lakewards. It is interesting that on the whole industry is 
looking more towards the devil it knows—the home market, 
which is going to expand in the coming decade irrespective of the 
Seaway—than towards the vaguer lure of the export market. 

Shipbuilding, which on the face of it seems one of the most 
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obvious beneficiaries, in fact has a fairly limited opportunity for 
expansion. Vessels which ply within the fresh water of the lakes 
last three times as long as those which face the salty corruption 
outside. Thus, although most of the lakes fleet has already reach- 
ed an advanced old age—by next year three-fifths of the bulk- 
carriers will be fifty years old or more—replacement is slow. A 
survey published last year reckoned that there would be a need 
of 1-3 million tons of new carrying capacity by 1970, or only about 
100,000 tons a year. In competing for even this limited amount the 
shipyards on the United States side carry the burden of heavier 
costs than their competitors in Canada and elsewhere. In most 
experts’ view, there will be more scope for repairs and remodelling 
than for new construction. 

The first battle of the St Lawrence ended with the. decision of 
Congress that the United States must take part in its construction. 
The second battle is now beginning. Its outcome will depend on 
the amount of effort which the communities of the Middle West 
are willing to exert to make the Seaway fulfil its planners’ hopes. 
They have been told by some eminent observers in the past year 
that what the St Lawrence does for the Middle West will depend 
on what the Middle West does for the St Lawrence. Shippers 
overseas have to be persuaded of the advantages of the route; the 
railways have to be convinced that, since they could not beat the 
Seaway, they had better join it; business men at home have to 
watch alertly for the first green shoots of new markets. All this will 
demand rather more in the way of American initiative and thrust- 
fulness than has yet been shown. Only then will the St Lawrence 
justify President Roosevelt’s belief that it is ‘the master project of 
the North American continent’. 


B. J. B. 


Indian Reactions to the Crisis in Tibet 


‘THE developments in Tibet which culminated in the dissolution of 
the local Government of ‘Tibet and the exile of the Dalai Lama 
came as a great shock to Indians, who had repeatedly been told by 
their Government to disbelieve reports of disturbances there. The 





INDIAN REACTIONS TO THE CRISIS IN TIBET 237 


Government of India was by no means unaware of the fact that the 
situation in Tibet was not normal. That situation, indeed, could 
not well be ignored. For example, the Government had to find an 
explanation for the Chinese Government’s unwillingness to permit 
a group of Indian scholars to visit Tibet to study certain old manu- 
scripts bearing upon early Indian history and, what is of greater 
significance, for the Chinese request to the Government of India 
to agree to the cancellation of the Indian Prime Minister’s pro- 
posed visit to Tibet. 

Early this year reports began to circulate about unrest in Tibet 
and the imposition of restraints upon the Dalai Lama.' By the end 
of February the impact of the disturbances had begun to be felt 
among the people living on the Indian side of the border. Early in 
March fighting was reported in Outer Tibet, and its repercussions 
were felt in Lhasa.* The resistance movement was stated to be well 
organized, having the support of the great majority of Tibet’s 
80,000 monks.‘ Yet on 6 March the Indian Prime Minister de- 
clared in his monthly press conference that press reports about 
‘Tibet were grossly exaggerated.’ He confirmed that there were 
troubles in Khampa areas but discounted reports about disturb- 
ances in ‘Tibet proper: ‘I cannot tell you the extent of these trou- 
bles,’ he said, pointing out that the Khampas came from that part 
of the ‘Tibetan region which was more or less integrated into China 
long ago, and it had been a very difficult part to govern even in 
earlier years. 

It was not long before the Indian Prime Minister had to abandon 
his reticence. Speaking before the Lok Sabha (the Lower House of 
the Indian Parliament) on 17 March Mr Nehru said: “There have 
been difficulties and conflicts [in Tibet] sometimes on a small scale, 
sometimes on a somewhat bigger scale. They are creating new 
situations and I do not know if it will help at all for me to go into 
such details as we know at the present moment, except to say that 
the situation is a difficult one.’® He added, however, that there had 
been no large-scale violence and the situation, though difficult, re- 
presented ‘more a clash of wills at present than a clash of arms or 
physical bodies’.’ He also vigorously defended the Government’s 


' The Statesman, Delhi, 7 February 1959. 

* Mahesh Chandra: ‘Political Commentary’, ibid., 25 February 1959. 
**The Pattern of Revolt in Tibet’, ibid., 2 March 1959. 

* Report of the Gangtok correspondent, ibid., 6 March 1959. 

° Hindustan Times, Delhi, 7 March 1959. 

® The Statesman, The Times of India (Bombay), 18 March 1959. 

? The Statesman, 18 March 1959. 
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restrictive orders on a particular non-Indian journalist resident in 
Northern Bengal in the interest of maintaining friendly ties with 
China. 

There was an unmistakable element of deliberateness in the 
Prime Minister’s restraint in replying to questions on Tibet. The 
Delhi Hindusthan Standard, in an editorial on 20 March, pointed 
to this aspect and wrote: ““We do not think that the Prime Minister 
can really want the Chinese to understand that his Government’s 
feeling is wholly contained by the words he used on the subject [of 
Tibet] in the Lok Sabha on Tuesday (17 March) or at his press 
conference on 6 March. While criticizing the exaggerated reports, 
Shri Nehru not only used language to understate the situation in 
Tibet but he managed to give the impression that he was restrain- 
ing himself and that the understatement was deliberate.’ The ar- 
ticle added that the Prime Minister’s statement that the Tibetan 
situation represented a clash of wills rather than of arms or of phy- 
sical bodies needed crucial qualifications, ‘for, in the clash of wills, 
one side (i.e. China) has in reserve an infinite superiority in arms 
to back its will’. 

That the newspaper’s reading of the Tibetan situation was not 
far wrong was confirmed on the same day (20 March) by the news 
released in New Delhi by the External Affairs Ministry of the Gov- 
ernment of India, stating that widespread rebellion had broken out 
in Tibet and that Tibetans and Khampas were fighting the Chinese 
in Lhasa and in the countryside.! 

The reaction in India to this confirmation of the unhappy turn 
of events in Tibet was one of sympathy for the Tibetan people in 
their struggle against the Chinese, and of subdued criticism of the 
Government of India’s policy of reticence on ‘Tibet.? But most 
people preferred to await the turn of events before making any 
comment on the developments in that unfortunate land. 

The Prime Minister, in a statement on 23 March in the Lok 
Sabha, attempted to provide an outline of the developments on the 
basis of the information available to the Government of India. He 
disclosed that the disturbances had occurred following rumours 
about the safety of the Dalai Lama. A large number of Tibetan 
women had come to the Indian Consulate-General in Lhasa to ask 
the Consul-General to accompany them to the Chinese Foreign 
Bureau and be a witness to their presenting certain demands. The 


1 The Statesman, 21 March 1959. 
2 See editorials in The Statesman and The Hindu (Madras), 22 March 1959. 
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Consul-General had naturally to signify his inability to comply 
with such a request. A few days later, on 20 March, fighting had 
suddenly broken out between the Chinese troops and Tibetan ele- 
ments in the heart of the capital so that it had become impossible 
for the Indian Consul-General to go out of the premises. The out- 
break of violence in Lhasa was a new development. Mr Nehru 
expressed his anxiety about the safety of the Dalai Lama, who was 
held in high veneration by the people of India. But he counselled 
all Indians to exercise restraint, declaring that India had ‘no inten- 
tion of interfering in the internal affairs of China with whom we 
have friendly relations’. 

The Chinese Government and the press remained silent about 
the developments in Tibet until 28 March, when it was announced 
that the Tibetan Local Government had been dissolved by the 
Central Government in Peking. It was stated that the rebellion had 
broken out in Lhasa on 10 March and had been inspired by im- 
perialists and reactionaries. The Chinese Government statement 
said: 

Most of the Kaloons of the Tibet Local Government and the upper 

strata reactionary clique colluded with imperialism, assembled rebel- 
lious bandits to carry out rebellion, ravaged the people, put the Dalai 
Lama under duress, tore up the 17-article agreement on measures for 
the peaceful liberation of Tibet and, on the night of 19 March, directed 
the Tibetan local Army and rebellious elements to launch a general of- 
fensive against the People’s Liberation Army garrison in Lhasa. Such 
acts, which betray the motherland and disrupt unification, are not allow- 
ed by law. In order to safeguard the unification of the country and na- 
tional unity, in addition to enjoining the Tibet Military Area Command 
of the Chinese People’s Liberation Army to put down the rebellion 
thoroughly, the decision is that from this day the Tibet Local Govern- 
ment is dissolved and the Preparatory Committee for the Tibet auto- 
nomous region shall exercise the functions and powers of the Tibetan 
Local Government. 
Eighteen ‘traitorous’ Tibetan leaders were named who would be 
punished if discovered. As the whereabouts of the Dalai Lama was 
not known, the Panchen Lama was named the Acting Chairman of 
the Preparatory Committee.” 

Two points in the Chinese statement affected India. In the first 
place, it was alleged that the Tibetan rebellion was being directed 
from Indian soil; secondly, the reference to Tibetan developments 
in the Indian Parliament was characterized as interference in the 
internal affairs of China. The suggestion that the Tibetan rebellion 

1 The Statesman, 24 March 1959. ? ibid., 29 March 1959. 
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had been conducted from the territory of India was promptly re- 
pudiated by the Government of India! and subsequently by the 
Prime Minister himself, who on 30 March made a statement in the 
Lok Sabha.” In reply to a question on the second point he said that 
Parliament had certainly the right to discuss any topic it considered 
proper, though it might be difficult for people trained in a different 
tradition to understand the way of parliamentary democracy.* On 
3 April the Lok Sabha was informed of the fact that in response to 
his own request the Dalai Lama had been granted political asylum 
in India. Explaining the Government of India’s attitude towards 
the Dalai Lama Mr Nehru said that he would be accorded ‘respect- 
ful treatment’ and no bar would be placed upon his activities, 
though the Government of India hoped that he would do nothing 
to embarrass its position vis-a-vis China.* 

The Dalai Lama’s flight to India marked the end of one phase 
of the Tibetans’ struggle against China, though it did not mean an 
end to fighting. 

The Chinese action in Tibet, and more particularly the reference 
to India as the commanding centre of the rebellion in Tibet, greatly 
scandalized the Indian conscience. The allegatiéns enraged almost 


everybody in India with the exception of a few members of the 
Communist Party. The charge against India appeared so fantastic 
that Indians at first did not know what to say in reply. The reac- 
tion, when it came, was unmistakably definite. In a strongly word- 
ed editorial article entitled “The Rape of Tibet’, the Hindustan 
Times (30 March) wrote referring to the India-China Agreement 
on Tibet: 


An elaborate enunciation of principles which describe non-interfer- 
ence in five different ways was surely an extravagant way of safeguarding 
a few lakhs’-worth of business. Our meaning was, and the Chinese seem- 
ed to understand it then, that Panch Sheel had a validity in the ordering 
of relations between China and ‘Tibet. We were not wrong in experi- 
menting with the begetting of trust by trust. If to depend upon Chinese 
good faith was a risk, it was a calculated risk. Since then we have had 
several warnings that the Panch Sheel pipeline of good-will was one- 
ended. And now, when we should be torn between feelings of shame and 
impotence, the Chinese have had the audacity not only to frighten us 
into continued silence by giving us the undeserved credit of harbouring 
the ‘commanding centre’ of the rebellion in Indian territory at Kalim- 
pong but to tell us how we shall conduct ourselves in our sovereign 
Parliament. 


1 The Statesman, 30 March 19509. 
2 Reported in The Statesman, 31 March; see also The Hindu, 31 March 1959. 
3 thid. * The Statesman, 4 April 1959. 
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Much the same sentiment was expressed by many other news- 
papers, if in less harsh words.! ‘Do the Communist rulers of China 
seriously believe that the world will be taken in by their version of 
the tragedy that has overtaken the Land of the Lamas, though 
words and phrases like “‘counter-revolutionary forces”, “traitorous 
clique’’, ‘‘reactionary forces of Tibet”, and “‘patriotic people” are 
there to hit the reader’s eye?’, asked the Amrita Bazar Patrika, the 
leading nationalist daily of Calcutta (1 April). ‘No, truth cannot be 
smothered by words,’ it continued. “There is enough in the State 
Council’s orders and the New China News Agency’s separate des- 
patch to corroborate and strengthen the impression already formed 
on the basis of reports received from other sources that what the 
(Chinese) People’s Liberation Army under orders from Peking has 
suppressed and is engaged in suppressing is a valiant people’s last 
desperate fight for political and religious freedom.’ 

‘There was always an undertone of anxiety in Indian minds about 
the fate of the Dalai Lama.? The news of his safe arrival in India 
was therefore welcomed on all sides. The liberal daily of Lucknow, 
the National Herald, in its editorial of 4 April referred affectionate- 


ly to the well-known fact of India’s respect for his personality. The 
press in general endorsed the Government of India’s action in 
granting political asylum to the Dalai Lama.3 ‘In granting political 
asylum to the Dalai Lama,’ The Times of India wrote in its editorial 
(6 April), “New Delhi has demonstrated, in the clearest manner 
possible, its awareness of moral responsibility in a matter that has 
ravaged civilized opinion throughout the world.’ 


THE POLITICAL PARTIES 


All the major political parties of India, with the exception of the 
Communist Party of India, condemned the Chinese action in Tibet 
in more or less sharp terms. 

The Working Committee of the India National Congress, India’s 
largest political party, passed a resolution on g May in which it 
said that any happening in Tibet that led to suffering of the people 
of Tibet was a matter for sorrow for the people of India. The com- 


' See editorial articles in The Statesman, 31 March; The Times of India, 1 
April; Hindusthan Standard (New Delhi), 1 April; The Hindu, 1 April; Amrita 
Bazar Patrika (Calcutta), 31 March 1959. 

* See editorial articles in the National Herald (Lucknow), The Hindu, 24 
March 1959. 

® Editorial articles on 4 April 1959 in The Statesman, Hindusthan Standard, 
Hindustan Times, National Herald, The Times of India (6 April). 
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mittee fully endorsed the policy of the Government of India.’ 

The National Committee of the Praja Socialist Party, the second 
largest party, in a resolution of 17 April expressed its grave concern 
over the happenings in Tibet which, it said, brought a warning 
to all ‘who cherish the right of a people to shape their own des- 
tiny’.? 

The Bharatiya Jan Sangh, the fourth political party to be nation- 
ally recognized by the Election Commission of India (the other 
three parties are the Congress, P.S.P., and the Communist Party) 
indicated its protest against the Chinese action in Tibet by staging 
a ‘hands off Tibet’ demonstration on 30 March before the Chinese 
Embassy in New Delhi and the Chinese Consulate-General in 
Bombay.* 

The Secretary of the All India Hindu Mahasabha (a political 
organization of a smaller number of Hindus) called upon the Gov- 
ernment of India to raise the question of Tibet in the United 
Nations—a call which was repeated by the all-party convention 
held in Jullundur on 10 May4—-saying that silence on this occasion 
would mean a betrayal of the cause of distressed humanity. 

Almost all the principal non-Communist Marxist political par- 
ties were equally critical of the Chinese behaviour in Tibet. The 
Call, monthly organ of the Revolutionary Socialist Party of India, 
wrote that if, as the Chinese had alleged, imperialist forces had 
gained ground in Tibet, the responsibility belonged to the Chinese, 
who had failed in adopting a wise course in seeking the integration 
of Tibet into China. ‘But even if imperialist agents have been ac- 
tive behind the Khampa rebellion in Tibet,’ the magazine went on 
to add, ‘we have to put on record that we have every sympathy for 
the national sentiments of the Tibetan people, and we find no valid 
reason why the Chinese Communist Party should not allow Tibet 
to evolve as another sovereign “‘People’s Republic” as the ‘People’s 
Republic of Outer Mongolia” —as was done by the Soviet Union 
under Lenin’s guidance.”® 


THE COMMUNIST PARTY 


The Communist Party of India was thus the only organization 
which kept itself apart from the stream of Indian public opinion 


’ Full text of the resolution in The Statesman, 10 May 1959. 
? The Statesman, 18 April 1950. 

3 tbid., 31 March 1959. * thid., 11 May 1959 

5 The Call, Delhi, April 1959, p. 5. 
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about developments in Tibet. The Communist Party not only up- 
held the Chinese action in Tibet but even went so far as to repeat 
the Chinese charges against India.! This led to a volley of protests 
both within and outside Parliament. Strong exception was taken 
to the fact that the Party should have repeated the charge that 
Kalimpong was the commanding centre for the Tibetan rebellion. 
In a scathing speech in the Lok Sabha on 1 April, Acharya J. B. 
Kripalani, a former President of the Indian National Congress and 
a leading member of the Praja Socialist Party, said: ‘Supposing, 
tomorrow, taking the cue from our “nationalist friends’’ [i.e. the 
Communists] who are lovers of this country, the Chinese Govern- 
ment be so mad as to think it was necessary to destroy this nest of 
intrigue in Indian territory, and if they enter our territory, the 
logical conclusion would be that the Communist Party would wel- 
come such a thing.’? 

The Minister of Home Affairs and the Prime Minister also ex- 
pressed similar sentiments. Referring to the allegation in the Com- 
munist press concerning collusion between Indian political officers 
and anti-Chinese spies, Mr Nehru said in evident exasperation: 
“The Communist Party of India goes about naming our principal 
officers. The Party shows more than we suspected a certain lack 
of balance in mind and total absence of feeling of decency and 
nationalism. What they are, I don’t know. They cease to be In- 
dians if they talk in this way.” 

The Communist stand was generally very much criticized by the 
press‘ and the public. Some of the leading members of the Party 
were also reported to have been critical of the wording of the Party 
statement.® The latest pronouncements® of the Party did not, how- 
ever, disclose any change of views. A few newspapers did not con- 
demn the Communist Party’s stand. Referring to the statement 
issued by the secretariat of the Communist Party on 31 March, the 
liberal National Herald of Lucknow wrote: ‘Obviously there was 


‘ The Times of India, 1 April 1959 (full text of the Party’s first major statement 
on Tibet). For further statements see also B. T. Ranadive, ‘The Significance of 
Tibet’, Nez Age, Delhi (Monthly organ of the Communist Party of India), May 
1959, Pp. 49-59; and articles by B. T. Ranadive and Ajoy Ghosh in New Age 
(weekly), Delhi, 3 and 10 May 1959. 

2 The Statesman, 2 April 1959. 

5 Press conference, New Delhi, 5 April; The Statesman, 6 April 1959. 

* See editorial articles in the Hindustan Times and Delhi Hindusthan Standard, 
2 April 1959. 

5 Free Press Journal (Bombay), 13 April 1959; Mahesh Chandra: ‘Political 
Commentary’, The Statesman, 8 April 1959. 

® B. T. Ranadive and Ajoy Ghosh in New Age (weekly), 3 and 10 May; state- 
ment issued 13 May 1959. 
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not sufficient material to damn the Communists as anti-national.”! 


THE GOVERNMENT OF INDIA 

The Government of India’s standpoint was that Tibet was part 
of China, but that that did not preclude India’s interest in what 
happened in the region. ‘We are obviously interested in what hap- 
pens there and what political developments take place there,’ the 
Indian Prime Minister told pressmen on 5 April. ‘We cannot ig- 
nore them or look away from them. What we do about them is an- 
other matter. But I would like to put it to you that apart from purely 
political considerations, there are other considerations which move 
people powerfully,’* he added. Clarifying further the Government’s 
attitude, the Prime Minister declared before Parliament on 27 
April that India had no political interest in Tibet. ‘What we were 
anxious about was to preserve the traditional connections between 
India and Tibet in regard to pilgrim traffic and trade. Our action 
in this matter and whatever we have done subsequently [i.e. since 
1954] in regard to Tibet is proof enough of our policy and that 
India had no political or ulterior ambitions in Tibet,’ he said.* 
Indian policy towards China was governed by three factors: (1) the 
preservation of the security and integrity of India; (ii) the desire 
to have continued friendly relations with China; and (iii) Indian 
sympathy for the people of Tibet. The Indian Government was 
of the opinion that the agreement between Tibet and China on the 
autonomous status of Tibet, and assurances given to India, ‘have 
not been kept’ by the Government of China.® 

The Government was all along very restrained in its references 
to developments in Tibet, and this restraint was generally recipro- 
cated by the press and the public. But some of the Chinese state- 
ments were hardly calculated to encourage its observance. Despite 
the repeated denial by the Government of India that Kalimpong 
had been, or was being, used as the commanding centre of the 
Tibetan rebellion, the Chinese continued to repeat that charge, 
and notwithstanding the clearest statement® by the Dalai Lama at 


! Editorial article entitled ‘Kalimpong’, 3 April 1959. This newspaper’s views 
on Tibet generally agreed with those of the Communist Party. 

® The Statesman, 6 April 1959. 3 thid., 28 April 1959. 

* Mr Nehru’s statement at press conference on 5 April and his subsequent 
statement in the Lok Sabha on 27 April 19509. 

® Mr Nehru’s statement on 13 April in the Convocation address before Guru- 
kul Mahavidyalaya, Jawalapur: reported in The Times of India, 15 April 1959. 

* Full text in The Statesman, 19 April 1959. See also ibid., 23 April 1959, for 
the Dalai Lama’s Mussoorie statement. 
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Tejpur on 18 April, and subsequently at Mussoorie, that he had 
come to India of his own free accord, and the Indian Government’s 
unequivocal statement! that the Dalai Lama was free to go back to 
‘Tibet at any time he liked and that Chinese Government emissaries 
were welcome to meet him, the Chinese Government, press, and 
public persisted in openly maintaining that the Dalai Lama was 
under duress in India. Charges were also levelled against Indians, 
alleging that they had ‘expansionist aims’ with regard to Tibet.* 
One Chinese newspaper even went so far as to say that attackers in 
‘Tibet had been Indians.* These malignant accusations were too 
much to be stomached even by the most ardent Indian sympa- 
thizers for the Chinese cause in Tibet. For example, the National 
Herald of Lucknow, which all along put the best possible interpre- 
tation on Chinese statements,‘ wrote in a leader (30 April): “The 
Chinese Government has to convince the Tibetan people of the 
correctness of this policy and discard any idea that anyone in India 
is interested in following an expansionist policy. No one who has 
shown concern over the Tibetan situation has wanted an inch of 
Tibetan territory, and the Chinese people should understand it and 
stop accusing Indians of expansionist ambitions.’ 

The Government of India’s stand was endorsed by all the poli- 
tical parties and newspapers. The Communists also found it diffi- 
cult to criticize directly the attitude adopted by Mr Nehru and 
his Government. Everybody, with the exception of a few indivi- 
duals,® agreed that Tibet was part of China but that the action of 
the Chinese Government in seeking to impose its policies there 
against the wishes of the Tibetan people was wrong.* Some also 
expressed the view that a fully autonomous Tibet was the only 

safeguard of peace in regions adjoining India’s north-eastern fron- 
tier and ‘the only satisfying symbol of China’s good intentions’. 
Though the Indian attitude towards China was very critical over 

' Mr Nehru’s statement in the Rajya Sabha (Upper House), 4 May 1959, re- 
ported in The Statesman, 5 May 1959. 

“Panchen Lama’s statement before the National People’s Congress on 22 
April (The Statesman, 23 April 1959); statement of non-Communist Chinese poli- 
tical parties on 29 April (The Statesman, 30 April 1959). 

* Ta Kung Pao, Peking, reported in The Statesman, 30 April 1959. 

* See editorial articles in the National Herald, Lucknow, of 24 and 31 March 
and 3, 4, 9, 20, 21, 24, and 27 April 1959. 

° Jayaprakash Narayan, for example, advocated independence for Tibet. 

® Editorial articles in the Amrita Bazar Patrika, 26 March; Hindusthan Stand- 
ard, t April; National Herald, 24 March; statements of Dr H. N. Kunzru and 
B. Shiva Rao in the Rajya Sabha on 4 May, reported in The Statesman, 5 May 


1959 
? Editorial article in The Hindu, 1 April 1959. 
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the developments in Tibet, there was general agreement that the 
issue should be treated as an isolated one and should in no way be 
allowed to be mixed up with the cold war between the Communist 
and Western blocs.’ Any suggestion that the Tibetan developments 
could mean a change of any sort in the orientation of the foreign 
policy of India was categorically repudiated by the Prime Minister.? 
S. C. S. 


The First Arab Petroleum Congress 


THE corner turned at the first Arab Petroleum Congress, held in 
Cairo from 16 to 23 April, was much less sharp than was expected. 
Like any first confrontation long delayed and over-heralded, this 
one, between delegates of eight Arab States (with the conspicuous 
absence of Iraq), observers from Venezuela and Iran, and repre- 
sentatives from thirty-five operating and supplier companies in the 
Middle East, opened in an atmosphere of tension. This atmosphere 
was soon dispelled. And by the end of the congress all participants 
left with a sense of relief, if not of positive accomplishment. 

The congress was organized by the Arab League’s petroleum 
department, and though the opening address by its head, Moham- 
med Salman, included a reference to a vestigial ‘stench of exploi- 
tation’ in oil relations, the major emphasis of his welcome was on 
the technical and educational aims of the congress. This continued 
to be the main motif throughout the sessions. 

A heavy batch of working papers in Arabic and English was 
distributed as the congress opened. They covered: methods of 
exploration and prospecting; transport, refining, and marketing; 
petroleum economics; legislation relating to concessions and 
operations; and mining and oil policy among the Arab States. 
Within this range certain trends of interest recurred, underlining 
expected Arab demands for a greater say in the Middle East oil 
industry and its management, and a higher cut from profits. But, 
at the same time, the technical papers stressed another trend. This 
is the realization by Arab technicians that there must be extensive 

? Editorial, ‘The Arrival and After’, Hindusthan Standard, 7 April 1959. 


2? Mr Nehru’s statement in the Lok Sabha on 8 May 1959, reported in The 
Statesman, 9 May 1959. 
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preparation for the wider role they aspire to play in the industry. 

To an unexpected degree this emphasis on practical education 
dominated the congress. It was particularly evident in the exhibits 
furnished by the companies. The elaborate and skilful presen- 
tations covering all phases of oil production and movement could 
not but underline the range and complexity of their operations. 
Nor could it escape the most ardent Arab nationalist that here was 
a business requiring exact skills acquired through arduous pre- 
paration. 

As was clearly the intention of the Arab sponsors of the congress, 
the educational theme provided a primary common ground with 
the companies. It made it easier to start talking about matters of 
common and non-controversial interest. On the Arab side the 
interest in spreading knowledge about oil among their own people 
was Clearly apparent. Mohammed Salman put it explicitly in an 
interview before the opening, adding that he had asked Arab 
education ministries to include the subject of oil resources in their 
school curricula. To him and the other technicians, looking ahead, 
the first order of business is to make the new generation of youth 
aware of the value and relation of oil resources to their lives. 
Egyptian students were released from classes to visit the exhibits. 
Engineering staff and students from the University of Cairo 
established considerable contacts with visiting oil men. ‘The U.A.R. 
Petroleum Institute for graduate studies at Suez was brought to 
the attention of many visitors for the first time. 

The congress was not, however, a seminar. It clearly had 
political purposes as well. Sharp issues came into the open in 
Cairo between producing country spokesmen and company repre- 
sentatives. Of these the most explosive was probably that embodied 
in a paper entitled ‘A Sovereign Nation’s Legal Ability to Make 
and Abide by a Petroleum Concession Contract’. Presented by an 
American, Mr F. Hendryx, who is legal adviser to the Saudi 
Arabian Directorate of Petroleum and Mineral Affairs, this paper 
offered a sensational theory. It argued that there are precedents in 
French, British, and United States law for the unilateral alteration 
or nullification of part or all of an oil concession, either through 
legislation or administrative decree, ‘so long as these actions are 
taken in good faith, that is on behalf of a substantial public 
interest’. To quote further: ‘. . . the purpose for which govern- 
ments exist, the service of their peoples, requires that on proper 
occasion those governments must be released from or be able to 
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override their contractual obligations.’ In fact, Hendryx intimated, 
there is a ‘moral’ obligation that this be done. 

Inevitably, the Hendryx bombshell created the first open debate 
at the congress. Oil men held private conferences on how to deal 
with it—whether to dignify it by replying or not; whether to take 
it as a statement of Saudi doctrine or as a political provocation. 
Private comments by the Director-General of Saudi Petroleum 
Affairs, Sheikh Abdullah ‘Tariki, to the effect that the Hendryx 
paper was ‘for the benefit of Aramco’, indicated its primary pur- 
pose as a bargaining threat. Aramco (the Arabian American Oil 
Company) and the Saudi Government are in continuous nego- 
tiation over Government claims to a greater share in Aramco 
profits. ‘The Hendryx doctrine would, of course, invalidate 
Aramco’s concession should the Government decide that it is 
against ‘public interest’, depriving the company of recourse to any 
international court, or to the orderly processes of arbitration for 
which its concession explicitly provides. 

While officials of companies not directly involved in Saudi 
Arabia attacked the doctrine on the ground that it was not derived 
from applicable cases and was likely to deter investors, the most 
effective rebuttals came from Arab delegates. Libya’s chief spokes- 
man, Anis el Qasem, asserted Libya’s belief in ‘the sanctity of 
freely negotiated contracts’. A United Arab Republic delegate, 
Dr Mahmoud el Ayouti, reaffirmed his Government’s faith in the 
use of arbitration clauses, which U.A.R. petroleum contracts 
include. ‘The Lebanese delegation added emphatic protests, stress- 
ing their Government’s reliance on recognized legal practice 
between it and foreign contractors. 

With this spontaneous response to the Hendryx theory the 
congress began to lose some of its initial stiffness. It became easier 
to discuss other controversial items on the agenda, and informal 
gatherings incidental to the programme began to deal with sub- 
stantive questions. Of these the most pressing on the Arab side 
was how to achieve a greater share of control and participation in 
oil affairs. It was clear from the manner in which this aspiration 
was stated by various spokesmen that they had long since renounc- 
ed the Musaddiq approach. Instead they presented their case in 
terms of economics and national aspirations. 

In their economic presentations Arab delegates presented figures 
to bolster their case for both a bigger cut and a greater say. One 
Arab economist asserted, for example, that there was a total profit 
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on Middle East crude oil in 1958 of about $1.60 a barrel. Of this 
profit one-half went to the producing countries on the 50-50 
basis. However, Arab economists professed to believe that the 
companies made another 20 cents on transportation of oil, an 
additional ‘estimated’ $1.00 a barrel on refining, and a possible 
further $2.00 on marketing—on all of which the Arabs got 
nothing. 

Figures were also presented for the last ten years purporting to 
show that total company profits exceeded Middle East Govern- 
ments’ reccipts in this period by $3,330,500,000 ( {1,189 million). 
Hence, it was suggested, 50~50 is not a reality. Abdullah ‘Tariki, in 
a press interview, explained his position: the overall Arab yearly 
oil revenue of some £200 million could, he claimed, be raised to 
£300 million by ‘full integration’. He would achieve this increase 
by insisting that the companies operate as an integrated entity, 
thus sharing not only their producing profits, as now, but their 
refining, transportation, and marketing profits as well. ‘Tariki 
would like to establish this principle of sharing all the way even if 
it meant somewhat less revenue for his Government. He calculated 
that more Arab refineries, and his all-Arab pipeline plan (described 
below), would assure a place for the producing countries in world 
markets after the present concessions end, and meanwhile would 
make it less easy for Western oil companies to control production 
and prices without consulting with the producing countries. 

‘There are two elements in these arguments for sharing all the 
way. One is that the owner of a raw material has the right to 
benefit from the earnings on the capital and effort involved in the 
processing and distribution of the material, even outside his 
country. ‘he second is the assumption that large profits exist in 
the processing, transport, and marketing phases of the business. 

The first has been a chronic complaint of primary producers 
dependent on a single commodity who felt they had been exploited 
for their raw materials while receiving little return either in cash or 
in help towards their own industrialization. In the present case of 
oil, this argument may well no longer be relevant to conditions, at 
least as they exist today. Moreover, the lack of general industrial 
development in the Arab producing countries is primarily due to 
the lack of any other major resources and of an adequate internal 
market, quite apart from a shortage of trained personnel to organ- 
ize and operate an advanced industrial complex. What general local 
development has been achieved has therefore necessarily been in 
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the field of supplementary functions incidental to crude produc- 
tion in the Middle East. Encouraged and assisted by the oil com- 
panies, there has been an extraordinary development of profitable 
local construction, road transport, airlines, and cement industries, 
founded and run by Arab entrepreneurs and Governments. 

The factors which created the golden bubble in the 1940s and 
led to the rush for Persian Gulf concessions (a tide now receding 
for several reasons) no longer exist in the same sense today. Those 
were the days of oil scarcity, high freight rates, and unusually 
accelerated demand for oil. Now so much oil has been found that 
the major problem for concessionnaires is how to dispose of the 
actual as well as potential glut, in spite of increasing demand. Even 
if the producing countries were ready to finance, build, and carry 
on all integrated oil operations, they would find themselves 
arriving on the scene too late to find a profitable place in today’s 
complex and crowded oil markets. 

Recent oil company reports give the basic facts behind this dis- 
mal picture. Those from seven major companies operating in the 
Middle East? have been collated and well summarized by econo- 
mists of the First National City Bank of New York in a study 
entitled Petroleum in the Eastern Hemisphere. The salient point of 
the study is that an overall financial loss has been sustained by these 
companies in this area on their non-producing activities in 1958. 
The gap between total net income from operations in the Eastern 
Hemisphere and profits on crude production started to narrow in 
1954. By 1958 total net profits were so low that transportation, 
refining, and marketing had to be subsidized. 

The Bank study attributes this situation to two factors: first to 
increasingly sharp competition, resulting in low product prices 
which materially reduced the income of the major international oil 
companies; and second, ‘.. . the high posted prices of crude oil sold 
to their subsidiaries (the base upon which most of the payments to 
the producing-country governments are calculated) were out of 
line with the “going”’ price of crude in world markets.’ 

World-wide competitive pressures, including increased Russian 
exports of crude oil and new supplies offered by independent pro- 
ducers, were responsible for the most recent drop in posted crude 
prices in the Eastern Hemisphere, which became the subject of 


1 Companies included are Standard Oil of New Jersey, Standard of Cali- 
fornia, Socony Mobil, The Texas Company, Gulf Oil Co., Royal Dutch Shell, 
and British Petroleum 
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much unhappy discussion at the Cairo meetings. The Bank study 
offers little prospect of an improvement in prices (which would 
automatically increase Arab revenue), or of an improved outlook 
for the potential ‘newcomer’ bent on investing in transportation, 
refining, and marketing facilities in that area. On the contrary, it 
produces the following figures on investment to date in such non- 
producing facilities. A total net investment (original cost less 
depreciation) in Eastern Hemisphere non-producing facilities of 
seven major companies totalled about $4,400 million at the end of 
1958. Working capital needed to continue operating them totalled 
another $2,300 million. Yet there have been practically no profits 
on this set of activities since 1955. Furthermore, the costs to 
investors will be far higher than when existing facilities were built 
ten years ago, as a result, primarily, of the increases in cost of 
labour and materials. For example, it is estimated by Mr Howard 
W. Page, a Director of Standard Oil of New Jersey, that the cost of 
providing the necessary facilities to move crude oil from the Ara- 
bian Gulf to Northern Europe, refine it, and distribute the pro- 
ducts ‘is in the order of $3,000 million for one million barrels a 
day of crude’. 

It was clear from the proposals put forward at the Cairo 
congress that many leading Arab technicians do not accept 
calculations like these. Thus the proposal for an all-Arab pipeline, 
submitted to the congress by the Saudi delegation, was based on 
quite different estimates and aspects of the business. ‘The proposed 
pipeline would be 1,250 miles long, with a diameter of 40 inches 
(i.e. larger than that of existing Middle East pipelines), and it 
would run parallel to the present Tapline across the territory of 
Iran, Iraq, Kuwait, Saudi Arabia, Syria, and Lebanon. Abdullah 
Tariki, in presenting the scheme, explained that today only 19 per 
cent of Middle East crude oil travels by pipeline. His figures were 
39,597,000 tons of 1958 production transported through pipe- 
lines, and 167,399,000 tons shipped by tanker. Further, he report- 
ed, while production of crude oil is increasing each year, pipelines 
are not being constructed to keep up with need for transport. Here 
he sees a chance for an all-Arab line to enter the transportation 
field on a profitable basis, assuming a continuing demand for more 
Middle East oil in Western Europe. Quoting estimates by Chase 
Manhattan Bank specialists, ‘Tariki predicts that Middle East pro- 
duction will have to increase by three or four times its 1957 
production level to keep up with European demands by 1967. 
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It follows, from his point of view, that his proposed new pipe- 
line is as much justified economically as it is politically desirable. 
Accepting the fact that such a line may cost some 40 per cent more 
than previous lines have cost, ‘T'ariki suggests, for example, the use 
of a remote-control system for pumping stations to eliminate 
station costs. He believes financing may be available from banks in 
the consuming countries, or, alternatively, from ‘hoarded money 
in the Arab countries’. Meanwhile, following the presentation of 
his paper, ‘lariki at once began consultations in Cairo with Ger- 
man engineers on the probable costs and material requirements of 
such a line. 

‘There was hardly any mention at Cairo of another Arab League 
project, an all-Arab tanker company. Here it was clear that the 
slump in tanker rates has convinced Arab economists that such an 
enterprise cannot possibly pay off. On the 50-50 profit-sharing 
system now in general vogue, there was also less specific pressure 
for change than was expected by oil companies. The release of 
company figures may have had some effect in moderating demands 
here. ‘Thus British Petroleum’s annual report for 1958 bears out 
the contention that a 50-50 cut on crude-oil profits at present gives 
the producing countries a larger share than they would get by 
sharing all the way to the pump. ‘The company sold 62 million tons 
of oil (60 million from the Middle East) in 1958. It made a net 
profit of £62 million after taxes and depreciation. It paid produc- 
ing countries (Iran, Iraq, Qatar, and Kuwait) some {119 million. 
‘Thus the company made {1 a ton and the countries {2 a ton under 
the 50-50 arrangement. ‘This was explained by the chairman, Sir 
Neville Gass, by the fact that 50-50 is based on posted prices, 
while the company must take any loss from discounts on its price 
to large customers. 

However honestly such figures are presented, it was clear at 
Cairo, as it has been before at Abadan and Riyadh, that figures do 
not provide the real answer which is being sought by Middle 
Eastern nationalists today. What needs to be satisfied is their 
psychological wish to participate in the oil affairs that affect their 
lives so profoundly. The presence of so many Western oil men in 
Cairo was in itself an acknowledgement of this problem. But it was 
apparent there, too, that in spite of goodwill on both sides there 
remains a very wide gap in communications between Governments 
and companies. As one paper at the congress pointed out, there is 
still no agreed terminology in Arabic for many of the technical 
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words used in the oil industry. No Arabic equivalent yet exists, for 
instance, for ‘kerosene’ (paraffin oil), and discussion even among 
Arabs and Arabic-speaking Westerners must frequently employ 
analytical translations rather than equivalents. Arabic technical 
terminology in this field does not yet equal that of the vocabulary 
for medicine, for example. 

Given such elementary gaps in communication, the difficulties 
of establishing more understanding on intricate matters of con- 
servation and financing are even greater. Equally complicated 
questions of reconciling national interests are involved in any dis- 
cussions, such as those at Cairo, over price setting. ‘The Arab sug- 
gestion, embodied in the final resolution of the congress, that 
‘changes in the system of pricing . . . should not take place prior to 
laration . . . and discussion and study with the governments of 
the exporting countries concerned’, at once runs into difiiculties 
with American anti-trust laws so far as American companies are 
concerned. Similarly, the attempt made at Cairo to reconcile Arab 
demands for more production with Venezuelan desires for restric- 
tion and price control revealed how big a gap exists between the 
probiems of the two hemispheres in this regard. 

What is common to the Arabs, to Venezuela, and to Iran (which 
sent only the most silent observers to Cairo) is the determination to 
establish what Mr Eugene Black recently called ‘new centres of 
decision’ in their own countries. To some extent the visit of several 
hundred Western oil men to Cairo signified recognition of this 
determination. Much remains to be done, however, by oil men 
themselves in the way of clarifying the real issues within the 
industry. Any move toward inclusion of Arab technicians in the 
process of decision-making can help here. Such moves have come 
recently with the agreement of the Iraq Petroleum Company to 
accept Iraqis on its Board of Directors and the appointment of two 
Saudi Arabians to the Board of Aramco. Neither of these moves 
resulted from the Cairo meetings. But both reflect its spirit. 

G. and H. S. 


cec 








New Developments in Kast Eu ropean 
Trade Unionism 


IN sTuDIES published in 1957! attention was drawn to the exist- 
ence of three trends in the trade union movements of Eastern 
Europe: the revisionist trend, tending to strengthen democracy 
among the workers; the Stalinist or neo-Stalinist trend, of which 
the most zealous and also the most cynical representatives are to 
be found in shattered Hungary and in Ulbricht’s German Demo- 
cratic Republic; and, finally, a third trend, of the centre, charac- 
terized by a cautious reformism and of which at that period, at the 
two poles of the Communist world, Gomulka and Mao Tse-tung 
appeared to be the main proponents. 

How do these trends stand now, two years later? 

In simplified terms, it could be said that the revisionist tendency 
has undergone a crushing defeat in all the countries of the Soviet 
bloc, while the representatives of the ‘just mean’ have either vir- 
tually reverted, like Mao T’se-tung, to neo-Stalinism, or, as in the 
case of Gomulka and also that of Khrushchev, have had, in order 
to retain their position, to make very important concessions to the 
Stalinists of their Party organization. 


THE ‘WORKERS’ COUNCILS’ DISPUTE 

The central issue of the years 1957-8 in Eastern Europe was 
the progressive intensification of the ‘anti-revisionist campaign’, 
which culminated, at the Twenty-first Congress of the Soviet 
Communist Party (27 January—5 February 1959), in an ideological 
rupture with Yugoslavia. And, at the very centre of the polemics 
directed against the theoreticians of Belgrade by the ideologists, 
political theorists, economists, and trade unionists of the other 
Eastern European countries, we find, if not the whole trade union 
problem, at least the question of the defence of the workers’ 
interests, as ensured by their participation in factory manage- 
ment. 

The real ‘crime’, the basis of the heresy for which the Yugoslavs 
were blamed, in fact consisted in their having undermined in their 
literature and practice the dogma of ‘the absolute identity of 
interest between the State, as ruled by the Communist Party, and 

'F. Fejt6, ‘Syndicalisme a l'Est’, Esprit (Paris), July-August 1957; “Trade 
Unionism in Eastern Europe’, /nternational Affairs, October 1957. 
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the working class’.! Edward Kardelj, in particular, denounced in 
the most virulent manner the general attitude of Stalinism with 
regard to the aspirations of the proletariat: ‘In the system of 
bureaucratic despotism,’ he wrote, ‘there is a tendency to react to 
the inclination of workers to live better than the standard of pro- 
ductivity yet allows by a reinforcement of political pressure, by 
increased centralization, by sanctions which, ‘n the long run, can 
only aggravate the antagonism between the State—the owner of 
the means of production—and the worker who, whether con- 
sciously or unconsciously, is fighting spontaneously for his econo- 
mic interests, with the means at his disposal—ranging from passive 
resistance and bad work to various forms of active resistance.’* 

To overcome this obstacle, the dangerous consequences of 
which they had, since 1949, been the first to foresee, the Yugoslav 
Communists had a choice of only two possible solutions. The first 
would have been to liberate trade unionism. But that, in view of 
the miserable conditions under which the majority of the working 
class lived, might have led to social struggles which would have 
been difficult to restrain: all the more since—even apart from the 
waste resulting from bad organization and a plethora of bureau- 
crats—the low standard of productivity made any speedy im- 
provement of the workers’ status impossible. ‘The second course, 
which ‘Tito and his colleagues finally chose, was to revive in a new 
form the old revolutionary idea of ‘workers’ management’. 

‘There is not the space here to retrace the history of the Yugoslav 
workers’ councils, which have steadily continued to develop ever 
since 1950. Suffice it to say that by 1958, according to Borba 
(Belgrade, 9g August 1958), workers’ councils existed in 10,593 
concerns with a total of more than 200,000 elected workers’ 
councillors, while the corresponding administrative councils com- 
prised some 63,000 members—workers, technicians, and clerks. 

Official Yugoslav propaganda tends to present the workers’ 
councils as the supreme antidote to bureaucracy and the most per- 
fect incarnation of industrial democracy. In the present writer’s 
view, though their influence on economic life is not so great as is 
claimed, it should not be underestimated. Under the vigilant eye 


' This dogma has been reaffirmed by the Soviet academician Ostrovitianov, 
in a study published in Kommunist,, No. 13, 1957: “There is a natural and in- 
contestable coincidence in the socialist countries between the material interests 
of the workers and the collective interest’, the latter being represented by the 
State and the Party. 

* Edward Kardelj, Socialist Democracy (Belgrade, 1955), p. 43. 
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of a paternalist Party, and within the framework of the trade 
unions, the councils—notably in regions where the working class 
has some tradition of militancy—are revealed as a useful instru- 
ment for awakening the workers’ interest in the operation of their 
factory. They have helped to bring closer together the management 
staff and the workers themselves. 

Then, too, from the point of view of the Yugoslav C.P.—the 
organizational form of that ‘new class’ of privileged people de- 
nounced by Djilas—the experiment has been eminently worth 
while. It is thanks to it that the Yugoslavs have been able effectively 
to forestall claims and agitations which, in view of the low wages 
and the increasing cost of living, would otherwise inevitably have 
broken out. But when, emboldened by their success, the Yugoslav 
leaders began to advise the leaders of the other Communist 
countries to apply the same method, they failed to take into ac- 
count not only the ideological susceptibility of the rest of the 
Communist world, but also the particular circumstances under 
which the workers’ councils movement in Yugoslavia had managed 
to become so widespread without endangering the Party dictator- 
ship. For, on the one hand, the power of the Party is in fact much 
more solidly entrenched in Yugoslavia than in any other People’s 
Democracy; and on the other hand, ever since the beginning, the 
movement set on foot by the authorities still retained its pater- 
nalistic character. Finally, the numerous measures of industrial 
decentralization undertaken simultaneously in Yugoslavia had 
facilitated the transfer to the workers’ councils of certain re- 
sponsibilities, notably in relation to the establishment of wage 
levels, distribution of bonuses, and so on. 

But the same favourable conditions hardly existed at all in the 
other countries. Obviously, what caused the leaders of the Com- 
munist world to turn against the workers’ councils was the fact 
that in two countries, Poland and Hungary, the councils created 
in the atmosphere of anti-Stalinist agitation of 1956 had acquired 
an ‘anarcho-syndicalist’, ‘revolutionary’ character. In fact, in 
those countries, a new power had been born among the workers, 
not without some embarrassment for the leaders. Feeling them- 
selves endangered by the general desire for democratization and 
national independence, the leaders found themselves obliged to 
accentuate, at least theoretically, the ‘working-class’ character of 
their regime. It was in the name of the proletariat that they pro- 
fessed to fight, after October 1956, the ‘counter-revolution’; it was 
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for the proletariat that they demanded, in opposition to a recalci- 
trant ‘intelligentsia’, the prerogatives of the ruling class. But now 
this same proletariat, only just aroused from its lethargy, was 
beginning to acquire an organization which was completely evading 
the control of the Party. 

Gomulka himself, the most upright and sincere of the post- 
Stalin Communist leaders, found himself caught in the trap of this 
paradox. He doubtless owed his accession to power not least to 
the workers’ councils movement, encouraged by the ‘liberal’ ele- 
ments of his party. He had also taken to heart, in October 1956, 
the democratic aspirations expressed in the well-known pro- 
gramme formulated by the workers of the Zeran motor-works. 
A law, adopted by the Sejm in November of that year, was to 
establish the legal framework for the experiment which it was 
hoped could be adapted to Polish conditions. Yet the coexistence 
of the workers’ councils and of the administrative apparatus, 
whose interests Gomulka, whether willingly or unwillingly, had 
taken under his wing, proved impossible. The councils, in most 
cases, paid no attention to the Party organizations; and as for the 
management committees, they wished to assign to the councils 
merely the ‘tasks of socialist education’. But the governing role of 
the Party remained in the eyes of Gomulka, Leninist to the core, 
an irrevocable principle. That is why as early as May 1957, in the 
ninth plenum of the Central Committee, he stigmatized the ‘false 
conceptions of the councils’. Then, on 14 April 1958, speaking to 
the Polish trade union Congress, he announced a new measure 
to control workers’ management, entrusting it to a wider organiza- 
tion where the members of the elected workers’ councils would sit 
beside the members of the management committees and the Party 
committees. ‘Thus, without suppressing the workers’ councils, 
Gomulka neutralized them by swamping them in a larger assem- 
bly, in which the Party would inevitably possess a majority.! 

In Hungary, the experiment of the workers’ councils ended even 
more tragically. ‘The Kadar Government, installed by the Soviets 
on 4 November 1956, began by compromising with the workers’ 
councils, doubtless in the hope that, little by little, it would come 
to control them. On 21 November 1956 it published a decree 
making obligatory the election of workers’ councils in all factories. 
On 16 December 1956, the official Party organ Népszabadsag 


' For full documentation on the ‘Brief experiment of workers’ councils in 
Poland’, see Documentation Frangazse (Paris), No. 2,453, 26 August 1958. 
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published an editorial entitled ‘We have faith in the workers’ 
councils.’ Nevertheless, the elections to the councils, despite Party 
pressure and police surveillance, did not give the expected result. 
The Party’s influence in them was found to be only very slight. So 
the Government quickly changed its tactics. On 20 April 1957 
Vépszabadsag published an article proclaiming that ‘in the dic- 
tatorship of the proletariat, the working class should not have an 
organization independent of that of the Party.” Some weeks later, 
the councils were declared ‘dissolved’. 

They were replaced by ‘management councils’ in which only 
one-third of the members were elected, the others being nominated 
by the trade union and the Party organization. In theory, the in- 
tention was to give these councils responsibility for co-manage- 
ment, entrusting to them tasks which the workers’ councils, be- 
cause of alleged ‘infiltrations of the class-enemy’, had not been 
able to accomplish. But, in fact, these substitutes for workers’ 
democracy were only pale reflections of the trade-union manage- 
ment committees, which had themselves been forced to submit to 
the Party; and on 28 September 1958 Népszabadsag had to recog- 
nize, first, that the workers had lost interest in them, and secondly, 
that the authorities considered them to be completely useless. 


THE WORKING CLASS IS NOT PARAMOUNT 

It is interesting to note the contradiction which exists between 
the ‘fundamental law’ (a term employed by Khrushchev at the 
twenty-first Congress) of the Communist countries, which makes 
the proletariat the dominant class, and the practice of the Com- 
munist Party, which insists absolutely on exercising supervision 
over that same proletariat. ‘Thus, one of the principal leaders of 
Kadar’s Hungary, Georges Marosan, himself a former trade union- 
ist of social democrat allegiance, proclaimed to a national confer- 
ence of factory managers at Budapest on 19 August 1958 that ‘the 
work of the trade unions would be effective only if it was pursued 
under the direction of the Party.’ An identical point of view was 
expressed by Gomulka at the fourth Congress of Polish trade 
unions in April 1958." 

An attempt is sometimes made to justify the Party’s right of 
supervision by the fact that the proletariat, because of the rapid 
progress of industrialization, has undergone important changes in 
structure, bringing about a temporary eclipse of its class-con- 


1 See Glos Pracy, 24 April 1958 
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sciousness. ‘This statement is not totally without foundation. 
While the ideas about the proletariat have remained unchanged, 
the proletariat itself has been completely transformed. ‘The work- 
ing class in the Communist countries (as indeed in Western Europe 
too) is a ‘class in the making’, completely fluid; it bears hardly any 
resemblance to the slightly congealed proletariat of the pre-war 
years, where an active minority—Communist, socialist, trade 
unionist—sometimes managed to crystallize a spirit of class- 
struggle while carrying with it a traditionalist and inert majority. 

The situation at present is entirely different, especially in those 
East European countries (excluding western Czechoslovakia and 
East Germany) which embarked on industrialization from the 
starting-point of a relatively low standard. In those countries, the 
working class, as is stated in the Programme of the League of 
Yugoslav Communists adopted at Ljubljana in April 1958! (the 
programme which unleashed a veritable hurricane of indignation, 
more or less sincere, in the whole Communist world), ‘is still 
young and, in some aspects, entirely new’. In fact, continues the 
programme, ‘our working class recruits the major part of its 
effective strength in the countryside, which is the cause of numer- 
ous outdated ideas within its ranks.’ 

This is as true of Hungary, Slovakia, and Poland as it is of 
Yugoslavia. But it should be noted that the rural and youthful 
character of the new proletariat has made it more receptive at 
first to the propaganda of the regime, to indoctrination, than were 
the old workers. Very often the Communists have relied for sup- 
port on the new workers against the ‘old timers’ who were imbued 
with reformist, social democratic, and syndicalist? ideas. But, at 
the same time, these youthful elements were more easily disap- 
pointed, discouraged by life’s difficulties; they were also more 
susceptible than the old experienced workers to the promptings 
of an exaggerated anti-Communism. 

The fact is that Poznan and Budapest, while bringing into the 
open the conflict between the proletariat and the dictatorship 
exercised in its name, have led the Communist leaders to inquire 
into the real circumstances of the workers and their opinion. Until 
then it was enough to exalt the historic mission of the proletariat 

‘A full translation into French of this important document has been pub- 
lished by Julliard (Paris) in the series ‘Les Temps modernes’, edited by Jean- 
Paul Sartre. 


2 Since Lenin, the term ‘syndicalism’ has denoted a deviation consisting of 
a desire to make the trade unions independent from the Party. 
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without much caring what it was or what it thought. Since 1956, 
the Communist leaders have been taking the trouble to analyse 
its composition and its state of mind, even if only to discover new 
means of indoctrination. ! 

Thus Népszabadsag (10 July 1958) published the results of an 
investigation showing that between 1949 and 1954 the strength of 
the Hungarian proletariat had increased by 460,000 workers, of 
whom 200,000 were of peasant origin. During the same period 
about 20,000 workers were given administrative jobs (as civil ser- 
vants, clerks in industry, the police, the army, etc.). Doubtless 
this social promotion, due to services rendered to the Party, is one 
of the principal attractions of the Communist regimes. It is the 
workers themselves—the core of the ‘new class’—who constitute 
the true framework of these regimes. The majority of them, bound 
body and soul to the regime to which they owe everything—the 
example of Hungary in 1956 demonstrated this—remain faithful 
even when everyone else deserts. But in raising these reliable ele- 
ments from their original position in the scheme, the Communist 
leaders have lessened the Party’s influence in the factories—the 
more so since the place of those ‘promoted’ has often been taken 
by ‘déclassé’ elements: former kulaks or bourgeois who have made 
no attempt to hide their dislike of Communism. 

Another investigation, carried out by the Hungarian trade 
unions in twenty large enterprises in 1957,” stated that of a com- 
plement of 90,000 workers, 36,000 were newcomers, of whom 32° 5 
per cent were peasants, the others being artisans, ‘déclass¢és bour- 
geois’, or women. The increasing number of the latter, incontest- 
ably more traditionalist than the men, has also contributed to 
modify the look of the proletariat. In any case, one now has to deal 
with a working class in the heart of which, according to Népszabad- 
sag, ‘clerical reaction has gained ground’, where ‘the influence of 
counter-revolutionary opinions is perceptible’, and where ‘one 
often encounters nationalist, chauvinistic, irredentist, or anti- 
Semitic views’. Nevertheless, the intellectual level of this prole- 
tariat does not seem to have gone down. 

There is reason to believe (but this the investigators would take 
good care not to say) that the workers’ anti-socialism—this anti- 





1 For the revival of sociological interest in Poland, see the excellent study 
by J. W. Lapierre, in Esprit, November 1958. 

2 On the increase of bourgeois influence among the Hungarian working class, 
see the study by ‘Hungaricus’, ‘Un document secret sur les origines de la 


révolution hongrotse’, Lettres Nouvelles, June 1957. 
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socialism which the leaders interpret as a sign of immaturity— 
should be attributed principally to the fact that the workers identify 
socialism with the Communist experiment, with which they ap- 
pear to be dissatisfied. It might perhaps have been possible to 
bring them back to socialism if there had been faith in the workers’ 
councils’ movement. This may be inferred from the results of an 
important investigation made in Poland by a group of researchers 
in three stages: in October 1956, April 1957, and February 1958. 
‘These results show that the workers had hoped for much from 
the creation of the workers’ councils, but as these councils were 
gradually ‘recouped’ by the Party they lost interest and confidence 
in them.! 


REVIVAL OF THE TRADE UNIONS 

The Communist leaders undoubtedly hoped to break the apathy 
and indifference of the workers, to interest them in the productivity 
of their factories. But they did not wish to grant them any rights 
of supervision or decision which might endanger the prerogatives 
of the directors. This trend, involving a readiness to extend slightly 
the scope of the trade unions while still keeping them under the 
overall supervision of the Party and of the State, was expressed 
particularly in a resolution of the Central Committee of the 
Soviet C.P. on the work of trade unions (17 September 1957).* 

This resolution, which was to serve as a model to all the Com- 
munist countries, declared: ‘It is through the intermediary of the 
trade unions that the working class ought to exercise its control 
over the activity of the officials who administer production follow- 
ing the principle of personal responsibility.’ In this scheme, the 
authorities of the Party called upon the trade unions (who are 
themselves practically never authorized to take the initiative) to 
convene as often as possible ‘production assemblies’ where the 
whole staff would discuss problems of production. At the same 
time the top management of the trade unions were called upon to 
associate themselves with governmental decisions concerning 
working hours and wages. A vast campaign was then organized 
throughout the Soviet Union to revivify the trade unions, giving 
them more freedom to negotiate collective contracts with the 
management, to whom, by means of the decentralization measures, 
increased powers had recently been given. 

To those who objected that the rights of control and criticism 


' See Lapierre, op. cit. 2Cf. Trud, 19 December 1957. 
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conceded to the trade unions were only theoretical, the example 
was quoted of some particular director in Lvov or Minsk who had 
been dismissed from his post, as a result of trade union interven- 
tion, for not having paid sufficient attention to the voice of the 
workers.' In the same spirit of ‘revival’, the chairman of the Soviet 
trade unions, Grishin, in a speech to the ‘Twenty-first Congress on 
2 February 1959, boasted of the progress achieved by his move- 
ment, which has at present 52 million members. Of course, the 
primary task of the Soviet unions is still, according to him, to carry 
on the struggle ‘for the accomplishment of the seven-year plan in 
five or six years’; but the trade unions have also to their credit the 
fact that they have appreciably improved measures of protection 
from accidents and are exercising a stricter control over labour 
legislation. Henceforth, Grishin pointed out, ‘no worker could be 
sacked in the U.S.S.R. without the approval of the trade union.”* 
A similar development can be discerned in Czechoslovakia, 
where the trade union movement, as is well known, possesses 
strong roots.? In Czechoslovakia, as in Russia, certain trade union 
leaders wish to give to ‘conferences on production’ the character 
of a ‘permanent participation by the workers in management’ 
which is not in itself convincing. But the discussion on the new 
tasks of the trade unions breaks away sometimes from the aca- 
demic character which certain managers try to impose on it. ‘More 
and more,’ stated a Yugoslav journalist, ‘the view is making itself 
felt that the trade unions should not concern themselves solely 
with the improvement of production but also with its organiza- 
tion, and should enjoy much wider rights.’* However, the criti- 
cisms that are so often heard among some of the leaders, particu- 
larly in Hungary and Poland, seem sometimes to be merely a fresh 
pretext to justify Party control. It is freely admitted that the Party 
made mistakes in the past in wishing to ‘bureaucratize the trade 
unions’ at any price; but, having once corrected these errors, it has 
every right to guide the trade union movement. This is the idea 
that emerges, for example, from a study by the president of the 


( ment les riers soviétiques participent a la direction des entreprises’, 

I ¢ ‘ M 57 
?¢f. also, on the reorganization of the Soviet trade unions, article by A 

Apre nt. Economie et Humamsme, September—October 1957; notes by Jacques 
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Hungarian trade unions, Sandor Gaspar.! “lhe Party,’ stated 
Gaspar, ‘was wrong in involviag, notably in a resolution in 1956, 
the whole trade union movement in the accusation of syndi- 
calism. . . It is from that period that the partial eclipse of our 
movement dates. ‘The heroic past of the militant trade unionists 
has been forgotten; the officials of the Party looked askance at the 
trade union leaders.’ 

But were not these mistakes ‘quite disproportionately exag- 
gerated by enemies’?—as in the case of the mistakes committed in 
the sphere of socialist emulation (stakhanovism), whose organiza- 
tion had been entrusted to the trade unions. Moreover, after a 
pause of two years, the trade unions have been asked to relaunch 
this emulation movement, which in the eyes of the Party econo- 
mists still seems to be the best means of stimulating productivity. 
It seems, nevertheless, that ‘stakhanovism’ has been too much dis- 
credited for it to be able again to become popular, even in an im- 
proved form, among the workers. The latter have just demon- 
strated quite forcibly in Hungary their repugnance to any rein- 
troduction of ‘socialist emulation’; and, as far as Poland is 
concerned, the results of an investigation carried out at the end of 
1958 among 560 workers and clerks of five large concerns in 
Lower Silesia reveal that a considerable number of the workers 
remain hostile to it. In fact, to the question ‘Should socialist emu- 
lation be restored at work?’ the answers were as follows: 39-7 per 
cent yes, 35°8 per cent no, and 24-5 per cent undecided. Giving 
reasons for their opposition, the workers recalled the ‘mistakes’ of 
the Stalinist era: ‘What’s the use of all these silly ideas that serve 
as a breeding-ground for loafers?’ wrote one of them. ‘It would be 
much better just to work conscientiously.’ The weekly Politika, 
which published these results on g February 1959, also cast 
doubt on the veracity of the ‘production contracts’ announced by 
the staff of certain concerns. ' 

Most certainly—and the number of ‘yeses’ cited above shows 
this—the appeals addressed by Gomulka to the proletariat, in 
particular the speeches he made at the trade union Congress of 
April 1958 and on 22 November 1958 at Lodz, have not gone 
entirely without approving echoes. ‘The seriousness of his tone and 
the honesty of his works win for Gomulka the respect of many 
workers, who also appreciate his denial of demagoguery. In the 
same way the new president of the Polish trade unions, Loga 


Tarsadalm: Szemle (the Party's ideological review), May 1os8 
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Notwithstanding this theory, a strike movement broke out at the 


beginning of 1958 in an important sawmill in Slovenia. It is true 
that there was no question of a conventional strike to support a 


claim; the workers united, it was said, behind the workers’ council, 
which was opposed by the central administration in a conflict re- 
garding the factory’s production plan. This strike was treated with 
great understanding by the Yugoslav authorities, who interpreted 
it as a ‘warning’. But, on the whole, in Yugoslavia as in the other 
Communist countries, the best which the leaders have to offer at 
present to the trade union movement is the prospect of a pater- 
nalism made flexible, a little more enlightened than in the past. 
This paternalism is significantly reflected in a recent resolution 
adopted by the Central Committee of the Hungarian Communist 
Party, defining the doctrine of the Party with regard to relations 
with the working class.' ‘This document begins by stating that ‘the 
activity of the revolutionary Workers’—Peasants’ Government (i.e. 
the Kadar—Miinich Government) has strengthened the leading role 


wish of the conscious working masses. . .’ “The leading role of the 
working class,’ it continues, ‘is exercised through the intermediary 
of the Party.’ 

The resolution recognizes that ‘certain leaders—even among 
those of them who are of working class origin—do not take into 
account the opinion of the workers and thus allow the impression 
that locally the interests of the working class cannot make them- 
selves felt.’ But those are exceptional cases and ought to be 
tackled as such. As for the Party’s militants, ‘they ought always to 
be attentive to the everyday difficulties of the workers’ and ‘to 
develop the work of mass organizations in the factories’. “The 
Party cell, the trade union, the Young Communists’ organization, 
the women’s movement, and the management council ought to 
form a unified system, whose purpose is to unite and administer, 
under the direction of the Party, all the workers of the factory.’ 

F. F. 


1 Népszabadsdg, 19 October 1958 
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